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REF: A. CONAKRY 0059; B. CONAKRY 0068 

1. SUMMARY. THOUGH INCREASE IN PRICE GUINEAN BAUXITE WAS 
EXPECTED, US INVESTORS DISTURBED BY NEW RETROACTIVE TAX ON 
EXPORTS WHICH THEY BELIEVE MAY VIOLATE EXISTING AGREEMENTS. TAX 
MN CBG BAUXITE ESTIMATED AT ABOUT $6.PER TON. FOREIGN PARTNERS 
IN CBG WILL STUDY NEW MEASURE PRIOR TO NEXT CBG BOARD MEETING, 
EXPECTED AT END OF FEBRUARY 1975. END SUMMARY. 

2. WHILE INCREASE IN GUINEAN BAUXITE PRICES HAS BEEN EXPECTED 
FOR SOME TIME, NEW TAX ON BAUXITE/ALUMINA EXPORTS, POSSIBILITY 
THAT APPLICATION OF TAX MAY BE IN CONTREVENTION OF EXISTING 
CONTRACTS. AND RETROACTIVE NATURE OF TAX WAS UNEXPECTED. 

HALCO OFFICIALS, VISITING GUINEA AT TIME OF TOURE'S SPEECH 

AND ADOPTION NEW LAW (REFTELS) DISCUSSED MATTER WITH STATE 
COMMITTEE CHAIRMAN MOUSSA DIAKITE. THEY TOLD DIAKITE THAT 
HALCO WOULD HAVE TO STUDY THE NEW TAX IN THE LIGHT OF THE 
EXISTING CONTRACTUAL AGREEMENT. GUINEANS PLAN TO HOLD NEXT 
CBG BOARD MEETING AT END OF FEBRUARY, FOLLOWING DIAKITE'S VISIT 
TO THE US (SEPTEL). 

3. IN HIS LONG JUSTIFICATION FOR IMPOSING NEW TAX, PRESIDENT 

TOURE USED PRIMARILY EXAMPLE OF CBG, CLAIMING THAT TOTAL INVESTMENT 
OF FOREIGN INVESTORS IN ENTIRE PROJECT, INCLUDING PORT, 

RAILROAD AND OTHER INFRASTRUCTURE, AMOUNTED TO ONLY 25 PERCENT 
OF TOTAL INVESTMENT COMPARED TO 75 PERCENT OF GOG INVESTMENT. 

THIS COMPARED TO 35 PERCENT PROFITS FOR FOREIGN PARTNERS AND 
65 PERCENT FOR GUINEA. IT IS NOT ENTIRELY CLEAR TO US HOW 
GUINEANS ARRIVED AT ABOVE FIGURES. SPECULATION IS THAT TOURE 
CONSIDERS THAT CBG FINANCING, EVEN THOUGH GUARANTEED BY 
FOREIGN PARTNERS ALONE, SHOULD BE DIVIDED BETWEEN THE 
GUINEAN GOVERNMENT AND FOREIGN PARTNERS. HALCO HAS PROVIDED US 
WITH THEIR OWN FIGURES INDICATING HALCO INVESTMENT IN ENTIRE 
BOKE PROJECT AMOUNTS TO SOME $256 MILLION, COMPARED TO 
GUINEAN INVESTMENT OF SOME $110 MILLION (MOST OF WHICH IS 
GUARANTEED BY HALCO). RESPECTIVE FINANCING BY GUINEAN GOVERNMENT 
AND FOREIGN PARTNERS IS THEREFORE 30 PERCENT - 70 PERCENT, 

ALMOST REVERSE OF PERCENTAGES CITED BY TOURE. BREAKDOWN OF 
HALCO-FURNISHED FIGURES WILL BE POUCHED. 
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4. IN HIS JAN 13 SPEECH, TOURE DID NOT SPECIFY RATE OF TAX BUT 
STATED ONLY THAT BENEFITS TO GUINEAN TREASURY WOULD BE AT LEAST 
PDWT MILLION DURING 1975. ON BASIS OF TAX RATES SET FORTH IN 
NEW LAW (REF B), HALCO OFFICIALS ESTIMATE TAX ON CBG BAUXITE - 
HIGH-QUALITY ORE - WILL AMOUNT TO ABOUT $6 PER TON ON BASIS 
CURRENT VALUE OF ALUMINUM INGOT. 
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5. TOURE ALSO CITED EXAMPLE OF FRIGUIA IN IUSTIFYING NEW 
TAX, BUT DID NOT SPECIFICALLY MENTION OTHER POIECTS, NOTABLY 
SOVIET KINDIA OPERATION. TOURE SAID ONLY THAT NEW TAX "CAN BE 
APPLIED WHATEVER THE JURIDIAL AND FISCAL REGIMES OF OUR 
DIFFERENT EXPLORATIONS, WHETHER PRIVATE, MIXED, OR NATIONAL." 
SOME OF INFORMED SOURCES HERE, IN FACT, SPECULATE YHAT GUINEA'S 
LDEW TAX IS DESIGNED IN MAIOR PART TO INSURE SOME RETURN TO 
GUINEAN TREASURY FROM SOVIET PROJECT, FROM WHICH, AS DEPT AWARE, 
GUINEA REALIZES VIRTUALLY NO BENEFIT NOW SINCE ORE IS CONSIDERED 
REPAYMENT OF GUINEAN DEBT TO SOVIETS. 

6. APART FROM FIGURES TOURE CITES FOR RESPECTIVE GUINEAN AND 
FOREIGN INVESTMENTS. HALCO OFFICIALS DO NOT QUESTION MUCH OF 
TOURE'S ECONOMIC JUSTIFICATION FOR INCREASED PRICE OF GUINEAN 
BAUXITE, NOR HIS EMPHASIS ON ENCOURAGING CONVERSION OF BAUXITE 
INTO ALUMINA/ALUMINUM WITHIN GUINEA. REGARDING PRICZN, HALCO 
IN FACT HAD ALREADY SUBMITTED FORMULA TO GUINEAN GOVERNMENT 
FOR INCREASE IN SELLING PRICE. THEY ARE DISTURBED, HOWEVER, THAT 
GUINEANS HAVE NEVER RESPONDED TO THIS PROPOSED FORMULA, AND 
THAT SEKOU TOURE APPARENTLY TOOK NO ACCOUNT OF IT IN HIS SPEECH 
OR IN THE NEW LAW. REGARDING PROCESSING OF BAUXITE WITHIN 
GUINEA, HALCO OFFICIALS ALSO AGREE WITH GUINEAN REASONING, BUT 
QUESTION ONLY TIMING. 

TODMAN 
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